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TO OUR SHAREHOLDERS 


Record Results 

I am very pleased to report to you a Company record sales volume and record net earnings 
[Or thesyear ended December 31, 1972) Salesi were= 37,3 70,800 compared with $5,711,102 for 
the previous year 1971, an increase of 29%. Net earnings were $271,980 or 29¢ per share 
compared with $205,350 or 24¢ per share (on fewer issued shares) for 1971, an increase of 32%. 


Production Increase 

Lumber production for 1972 was 70,883,000 FBM compared with 70,204,000 FBM for 
1971. These results were achieved despite a prolonged loss of production at the Company’s 
sawmills caused by the International Woodworkers of America union strike and severe log 
shortages throughout 1972 caused by the I.W.A. fallers dispute which lasted six months. 


New Financing and Improved Facilities 

After the public issue of common shares, in May 1972, had increased the equity base of the 
Company, long term financing in the amount of $1,280,000 was arranged under favorable terms 
with The Royal Bank of Canada in September 1972. The purpose of this loan was to improve 
existing sawmill facilities, to construct a new planer mill and to construct a new head office, all at 
the Company’s Tilbury Island, Delta, B.C. site. The Company also refinanced some existing debt 
which was at higher interest rates. The sawmill improvements were completed during the fourth 
quarter of 1972 with the desired benefits to be reflected through lower per unit costs and record 
production levels starting in the first quarter of 1973. 


1973 Production 

Total production of the Company’s existing plants for 1973 is expected to reach 
LCO00O000 FBM, which is a 41% increase over 1972) due largely to the completed 
improvements in sawmill facilities. 


New Planer Mill and Head Office 

The new planer mill construction is nearing completion and its effect on reducing costs will 
begin to improve Company earnings during the second quarter of 1973. The new Company head 
office is expected to be ready for occupancy during the fourth quarter of 1973. It will allow for 
centralization of all administrative and top management personnel resulting in increased 
efficiency. 


Sawmill Expansion 

Interest in the general Prince Rupert Forest District area including Bella Coola remains 
strong. The Company is, however, awaiting the Provincial Government’s policy decision regarding 
allocation of timber in the area. 


New Markets 
During 1972, the Federal Department of Industry Trade and Commerce approved the 
Company’s application for a grant under their Export Market Development Program to conduct a 
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market identification study in Japan. The first trip to Japan under this program was made during 
March 1973 and the data obtained is now being analyzed. It appears at this stage that the 
Japanese requirements for lumber and other forest products represent significant long term 
market and product diversification opportunities for the Company. When this study is 
completed, final decisions regarding expansion by way of new productive capacity will be made. 


Outlook 

Management made significant progress during 1972 to expand the earnings base of existing 
plants, to profitably utilize available sources of financing and to identify new areas for expansion. 
Market conditions throughout 1973 should remain at least comparable to 1972 and this 
combined with increased production and lower per unit costs is expected to result in record 
earnings for 1973. 


The Company’s growth to date is a result of the combined efforts of production, 
administration and management personnel, which are sincerely appreciated. The talent, 


imagination and hard work of all employees will enable the Company to continue to improve 
erowth and profitability in future. 


Respectfully submitted on behalf of the Board, 


haf kya 


April 4, 1973. Peter J. Gregory, 
President. 
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CONSOLIDATED STATEMENT OF EARNINGS AND 
EARNINGS REINVESTED IN THE BUSINESS 


Year Ended December 31, 1972 


(With comparative figures for 1971) 


1972 1971 
(restated) 
SUL SS geet 08 OL A a) a Ae ee Mean AAD ai eee $7,370,800 Son PIE OZ 
EXPENSES AND CHARGES: 
Cost of lumber sold, selling and administration ....... 65597.260 SOL1 03s 
CONC CLALLOM 2, nee UA Ee Ete oy Cre lek aie Pe ea PIG Naty ta st7os 143,723 
AmM@Ontizabion Ol deterred ex Penses. =. 4.26 6s. de 12,244 12,186 
POPE TeSU OM 1ONS-LeGi GeDbE. we ¢ata 4 6 pk ahh alallenhts & 93,624 86,184 
GiUiVe Te LeCe Se aes oN x See ALE: Ie eed op Oe RR an Sone Bl ee Bes 36,/33 44,317 
6,848 ,5 66 3329 1S 
EARNINGS BEFORE INCOME TAXES 2 o5..4 254200025055 522,234 413,509 
INCOME TAXES (Note 7): 
(CHIT aS Tc) ah Re Rk a eer ee RL Sethe Na) Foe Bt aS via 200,664 66,834 
PC epic Ce mers Seite Aen tin 2 Aer Sate dha oR Rie DRA Ue deer ere 49,590 141,325 
250,254 LOST Oo 
IN os AURUNENG Sierng ete a Aes asi adale Wh RR OE eae 211,980 205,350 
BPARNINGS PERSSHARE (Note 9) Ge. 355 42a $.29 3.24 
EARNINGS REINVESTED IN THE BUSINESS AT 
BEGINNING-OE YEA (NOtG7) 2424555. 42. ratte i We ae 316,869 [ile S Io 
EARNINGS REINVESTED IN THE BUSINESS AT 
Pe INDIO) ERY ANS USNR C. "Bitya tar sh bate ha wich bn Semen 5 LEAN $ 588,849 


Dy 13 16,8609 


See accompanying notes to consolidated financial statements. 


ASSETS 


CURRENT ASSETS: 


Accounts rece tyable. 2 aS. cas ce, cat Ma aan ee 
fniventonies: (NOtes3s yr ys eee ee eee 
Prepaid Xpensestce vio + <a ne a ee eee 


Sundry. deposits. Slscs. 2%. okt cee ew ete i ee ee 


Fotal current ’sassets Ts ea ee eee ee 


DUE FROM-ACORN TIMBER EY Ds(Note2) a) ae eee 


FIXED ASSETS, AT COST LESS DEPRECIATION: 
Buildinss: onvleased.lande. sa. 2 or el eee ee 


EGQUipinenbw ey oo eh och et eee eee Re 


Less -accomilated depreciation.) 36 a0 eee 


DEFERRED EXPENSES, LESS AMOUNTS AMORTIZED: 
Fea CHA ee a oooh ey scat teres een ne Pee ane ene 


Predevelopment and start-up expenses (Note 4) ....... 


See accompanying notes to consolidated financial statements. 
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1972 1971 
(restated) 


S226 OL as Bea fo) 


427,080 564,286 
1,539,469 933: h67 
86,063 Sea) 
35,185 16,060 


2,114,416 LS52563 


-- 153.079 
542,402 355,096 
15685365 [LO 75078 
2ylel OL LSS 2a@2 
oie OF en, 388,879 


1,677,448 L622 90 


7,709 9,056 
144,224 43,587 
LS5 933 52,643 


$3,943,797) “S292 a 
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ALANCE SHEET 
1972 


igures for 1971) 
LIABILITIES AND SHAREHOLDERS’ EQUITY 


1972 1971 
(restated) 
CURRENT LIABILITIES: 
PSI A OAIIACUNOB Ce Nee eo eee ee eee cette ee Ll, $ 375,000 $ 400,000 
ICCOUNIS Day ADIer ING ACCIMALS chs Gagne We alsns eee ee ic a 877,686 897,847 
lancome andilogeine taxes payable.) .0- oan Ae 260,259 SDS 
Long-term debt due within one year(Note’6)> . 22... oe. 135,898 168,458 
BL Olaeu ine miiitd WEIL IOS TAS 4 J jao aloe A346 otto. whut oi ae 0 1,648,843 L524.220 
PON GER WELD Bala CIN GUCUD)! i004 acca! beso a at dra 2 « 1,124,268 896,039 
Di bbicine Do INCOMEILAXNES (NOTE 7). dsl.ms 260 ce se: 232,00 | 183,247 
SHAREHOLDERS’ EQUITY: 
Share capital (Note 8): 
Common shares of no par value. 
Authorized 2,040,000 shares. 
PSSUCC MOU MOOLSIATES Wo rons Ts a Sal ke ele 349,000 1,000 
Patines feriyvestedin TWeLOUSINESS. 4 oy kx Sie oa be ee 588,849 316,869 
(Total sharcioldenrs egurty., <. avotsa sah tee 5. 937,849 SVR LOS, 
COMMITMENTS (Note 11) 
B30945,/97 S292 1.3/5 


the Board: 


Director 
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CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


Year Ended December 31, 1972 
(With comparative figures for 1971) 


1972 1971 
(restated) 
SOURCE OF FUNDS: 
From current operations: 
Ne tGarignos? 30.02 s\ec5 3 Sherk a ceess e  o ee $274,980 205,300) 
Depreciation. nro es od ek, hee Ea ese 143,723 
NMOTUZAUONAOL Ceterred expenses... kn anne eee 12,244 IZA Poxe) 
Deféerfedsncometaxesi 240.5 atte eke eee 49,590 141,325 
Funds provided by Operations 2s aa aise ee 487,519 502,584 
Funds per share provided from operations .... ners $.59 
Sale: Of fixed: ASSeUSi vs a ears eee a Oe eee ee 8,940 — 
Long-terinidcotiinai Cine See st eee eee TESS ZS 182,160 
IssuerOt sliares ero ie gto ee Tee eee er een ne 348,000 ~ 
Funds acquired through purchase of Acorn Timber Ltd. . OT = 
‘Potak Tunds provided jae) ag oe eee eee 5.722006 684,744 
APPLICATION OF FUNDS: 
Purenaseson fixedtasse ts teen oC ee a ee 603,837 3.1323 bS 
Reduciiom i lone-rernr-debt; mra50 2. 2 een Oe eee 521,624 ~ 
Predevelopment and ‘start-up expenditures. 0) eee, 2 es) - 
Advances t0-Acom: limber btd- (Note) (0s. on eee -- 66,438 
Deferred fanancing ex penditatesuens 1. 92 danse na eee -- 5,025 
TOrahhinds applied (once ees ea eae ee 1,134,576 444,778 
INC REASEDIN WORKING, © APED AT see eee ee eee 437,430 239,966 
WORKING CAPITAL (DEFICIENCY) AT 
BEGINNING: ORs EAI eo inten ten 0s oleh ee ee alee 28,143 (ZE1L, 823) 
WORKING: GCAPITAE ATEND OF VY EBARCSIC Le So 28,143 


$ 465,573 


See accompanying notes to consolidated financial statements. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Gregory Industries Limited and subsidiary companies 


as of December 31, 1972 and the consolidated statements of earnings and earnings reinvested in the business and 
source and application of funds for the year then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the 
companies at December 31, 1972 and the results of their operations and the source and application of their funds 
for the year then ended, in accordance with generally accepted accounting principles which, except for the 
change in the basis of providing for income taxes as explained in Note 7, have been applied on a basis consistent 
with that of the preceding year. ad 


> 


4 <TR se, 
carci A 


Vancouver, British Columbia 
March 22, 1973 8 


PEAT, MARWICK, MITCHELL & CO. 
Chartered Accountants. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 1972 


1. CHANGE OF NAME: 
In April 1972, the name of the company was changed from Acorn Forest Products Ltd. to 
Gregory Industries Limited and the name of the subsidiary, Acorn Lumber Ltd. was 
changed to Acorn Forest Products Ltd. 


2. PRINCIPLES OF CONSOLIDATION: 
The consolidated financial statements include the accounts of the company and _ its 
wholly-owned subsidiaries, including Acorn Timber Ltd. which was acquired on March 13, 
1972. All material inter-company transactions have been eliminated. 


3. INVENTORIES: 
These have been valued as follows: 


1972 197] 
LEDS SMC OSes aa er sis Ea ns mm th Oost so: tee ty ae Ae eee NS Sar 576097, of, 9305050 
Lumber-at lower OF cost of net realizable value... 901,120 534,839 
CANDSGatsNe La eAiad Die Wale) Held eS oe Yates erage ee 40,065 655228 
Sawdust..at netitealizeble-value 3. 3 a. Be a, eee CAN a Pa Notdl 2,450 


DOO 469s tb) PSS. OT 


4. PREDEVELOPMENT AND START-UP EXPENSES: 


1972 197] 
SEaiEUD IC WOOIISCS Ue. Ape Rene Ua Pehl Abeer ra eh ts UE mgd Do. 0900 ee Shere 
PACOCVClOD INCI ie KPC MSCS) ce caeywes Mo ey ee ete A a, 111,534 — 


$ 144,224 $ 43,587 


(a) The start-up expenses are being amortized over 5 years at $10,897 per annum. 


(b) The pre-development expenses will be amortized on the basis of logs produced. 


5. BANK LOAN: 
The bank loan is secured by an assignment of accounts receivable and a charge on 
inventories, together with a floating charge debenture on all assets. 
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6. LONG-TERM DEBT: 
Due to officers and directors: 


Subordinate debenture, Series “C”, repayable on demand together 
with interest at the rate of 9%; secured by a floating charge on all 
assets subordinate to the security on the loan agreements and 
debenturées is ele) se ee ok ee be bO;000 


Due to others: 


Loan agreements payable, maturing at various dates to December 15, 


1981 at-varying interest ratesirom 9s toni ie 308.400 
Debenture, repayable in varying monthly instalments with interest at 
bank ‘prime fate plus 2.576 Cue i OG Os eee ee ee 710,000 


Bank business improvement loan, repayable in semi-annual 
instalments of $1,250 plus interest at 8%; secured by a specific piece 
Of COUIPMeIE ob sk yoy ol Bh cece Spe cen oe ee 20,000 
Other indebtedness and conditional sales contracts, repayable in 
varying monthly instalments at interest rates varying from 8% to 18% 


to November 19735, secuted by charges on certainiequipment yee ee TN OO 
1,260,166 

Long-term debt.due witht One year. . S52.) ee [S55693 
Ponecterin debt yc <r tcacgowt-. i.e ¢ ce ae eae oe en ee $1,124,268 


The loan agreements and debenture are secured by first and second fixed 
charges on certain assets and first and second floating charges on all other 
assets. 


Maturities of long-term debt for the next 5 years are as follows: 


PTB Sa ohe iso hes 8: RRR NE eS 8 ot ee 5+-1355898 
SNE cia ae eT et eee are AS 145,376 
ie ke ere an etek ye een be ARLE ok or Sis. s coa e ; eae ey 
LODO aloe Poca RN I ala os ag a a ghee le 140,246 
Dd Re ne rite ree ee a rine irm nec eg eh AV IRA ies 145,612 


$ 700,469 


7. DEFERRED INCOME TAXES: 

During the year ended December 31, 1972 the company, which previously used the taxes 
payable basis for accounting for taxes on income, adopted the tax allocation basis and 
accordingly, the net earnings for the year 1972 are less than the amount which would have 
been reported if the previous basis had been used. The statement of earnings for the 
previous year has been restated to place it on a comparable basis with the current year, with 
a consequent reduction in the reported earnings for that year of $141,325. The tax 
allocation balances accumulated prior to the current year amounting to $183,247 have been 
recorded as charges to earnings and earnings reinvested in the business in 1971. 
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8. SHARE CAPITAL: 
The following occurred during the year: 


(a) The authorized share capital of the company was increased from 10,000 common 
shares of no par value to 2,040,000 common shares of no par value. 


(b) The 1,000 issued common shares at December 31, 1971 were subdivided into 850,000 
common shares of no par value. 


(c) 150,000 common shares of no par value were issued for a cash consideration of 
$348 O00. 


Under the loan agreements 30,928 common shares are reserved for issue, at the lender’s 
option, at a price equal to 3% of six times three years’ average earnings commencing with 
1971; 


9. EARNINGS PER SHARE: 
The earnings per share have been computed on the basis of the weighted average number of 
shares outstanding during the years 1971 and 1972 and have been calculated to reflect the 
subdivision of the common shares in 1972. Fully diluted earnings per share are not 
materially different from basic earnings per share. 


10. RESTRICTIONS ON CASH DIVIDENDS: 
Under the terms of certain of its financing agreements, the company is restricted from 
payment of dividends until the debenture and loan agreements (Note 6) are repaid. 


11. COMMITMENTS: 
The company and its subsidiaries are obligated under long-term lease agreements for 
aggregate basic annual rentals of approximately $182,000, $153,000, $130,000, $90,000 
and $46,000 in each of the years ending December 31, 1973 to 1977 respectively. 


The company has arranged for further financing of $570,000 to complete capital 
construction commenced in 1972. 


Subsequent to the year end the company agreed to purchase certain land, which it currently 
leases, for approximately $406,000. Of this amount, $100,000 is to be paid in 1973 with 
the balance to be financed by a 20 year mortgage with interest at 9%. 


12. REMUNERATION OF DIRECTORS: 
The remuneration of directors amounted to $109,500 for the year (1971 — $108,000). 


Dit 


